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Abstract 
The listing process of a company at the stock exchange poses very specific challenges at many levels of that company, from the 
social organization to financial disclosures. The re-start of the Romanian Stock Exchange and the historical perspective we can 
have now on that process, almost twenty years later, pictures a success story of listing massive numbers of companies in a very 
short period of time. This has been made possible in a well-organized institutional setting, loose but firm and clear regulations, 
and a huge amount of efforts on companies’ side to make the necessary adjustments in a compressed time-frame. We analyze the 
context and point out the factors related to accounting data, information and social implications that made possible the success 
part of the story, even though the drawbacks from the public’s almost quasi generalized unawareness could shade away the whole 
long-term (social) benefits. 
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1. Introduction: on the importance, requirements and limits of the listing process 
The listing process of a company at the stock exchange poses very specific challenges at many levels of that 
company, from the social organization to financial disclosures. The re-start of the Romanian Stock Exchange and 
the historical perspective we can have now on that process, almost twenty years later, pictures a success story of 
listing massive numbers of companies in a very short period of time. The challenges for the companies come in 
various flavours, starting with the structure of the financing and ending with the size of the company or the 
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aftermath options (Huyghebaert & Van Hulle, 2006). This has been made possible in a well-organized institutional 
setting, loose but firm and clear regulations, and a huge amount of efforts on companies’ side to make the necessary 
adjustments in a compressed time-frame. The general public’s lack of basic information on share market back in that 
period may be a very interesting case for information asymmetry study as it can balance (or worse) all the benefits 
(Daily et al., 2005; Hearn, 2012; Shleifer and Wolfenzon, 2002). Here we will only focus on the other side of the 
story wich is less covered in the literature. 
Taking into consideration the experience acquired by undertakings during the past years, it is assumed that the 
listing of a company on the stock exchange is the best rewarded competitive experience of an owner (Röell, 1996). 
By selling for the first time to the public shares of the company in an IPO, “he” will receive the appreciation of the 
market upon the value of the undertaking he set up. Simultaneously, the owner shall meet the requirements 
regarding the admission on the market, as well as the conditions laid down by the regulatory body of the securities 
industry; this involves a wide range of problems to be solved and, at the same time, transferring part of its control 
function and privacy of his own business (McBain and Krause, 1989; Holmén and Högfeldt, 2004). 
The listing of a company on the stock exchange means its being turned into a public company, enjoying the 
option of financing through public offering of shares (Pagano et al., 1996). Having regard to the consolidation and 
development of macroeconomics, the listing of a great number of companies may be indispensable. 
Once a company has decided to sell shares on the market and to launch the listing procedure, a series of changes 
occur in the process of the company’s organization and operation. As a matter of fact, this process has an impact 
upon all the elements of the organizational and functional structure. In case of a success in this respect, the new 
capital may significantly contribute to the increase of the development potential by making available research funds, 
in order to manufacture new products, in order to build or modernize a factory or even in order to have access to a 
new market or acquire a new promising business. As far as the personnel are concerned, listing of the undertaking 
may bring financial benefits in the form of bonuses or promotion within the company. 
The listing of a company on the stock exchange involves both the increase of the company’s capital and possibly 
new means for development (Celikyurt et al, 2010), as well as the limitation of its autonomy deriving from the 
presence of the new investors, who have become partners to that business, and also as a result of its obligation to 
make available relevant information on the company’s organization and operation. It is also worth mentioning that, 
during the listing process, many of the public offers are under the expectations or even fail, due to various reasons, 
such as: the offer is made when the share market is “in decline” and the prices go down; in this case, the profits of 
the company decrease even before the offer or the fact is discovered too late for the process to be interrupted etc. 
(Keasey and Short, 1992; Weiss Hanley and Hoberg, 2012; Ekkayokkaya and Pengniti, 2012).  
2. Tackling timing and opportunity of the IPO 
Consequent to the unique IPO challenges, each undertaker, before making a decision in this respect - a decision 
which will significantly influence the future of the undertaking, shall find answers and solutions to such 
fundamental questions as: 
1). which are the advantages (A) and disadvantages (B) specific to the listing? 
2). is the timing good for the public offering? How much capital does the company need and how will they use 
it? Which is the cost of the capital acquired? Is the listing of the company the best financing method? 
   1. A).The main advantages of an open-ended company are: 
a. the improvement of the financing conditions and access to capital. By selling shares to the public, the 
undertaking has long-term capital and this must not be redeemed and no interest is imposed on it, thus immediately 
improving the financial position of the company. This is a good starting point for the undertaking to consolidate its 
assets (patrimony) and this will allow it to apply for credits in order to obtain new funds under better conditions. 
If the initial offering was a success and a new strong secondary market was created for the shares of the 
company, this will also be able to submit other public offerings under, in most of the situations, better conditions 
than those of the initial public offering; 
b. the use of the shares for acquisitions. Open-ended companies may issue shares (instead of paying in cash) with 
a view to acquiring other businesses. The owner of the company to be acquired may agree, as a consideration for his 
company, to receiving shares issued by the acquiring company, if these are traded on a regulated market. The 
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liquidity assured by the public securities market provides the holders of shares with a greater flexibility, allowing 
them to sell their shares or use them to guarantee their loans, according to their personal needs. 
The securities market also facilitates the assessment of the shares of the acquiring company. The purchase price 
of the shares is determined on a daily basis on the trading venue, compared to the price of the shares belonging to a 
closed company, which is established based on direct negotiations;  
c. the use of shares as an incentive for the personnel's activity. Companies frequently use shares as incentives in 
order to draw and maintain key-persons within the company. Such rewards for its employees guarantee their 
participation in the company’s activities as co-owners, thus stimulating the work they provide and allowing them to 
obtain additional earnings, in case the value of the shares increases. 
Incentives in the form of shares are more attractive for open-ended companies, as the securities market 
independently determines the value of the shares and increases the possibility of their being sold by their holders; 
d. the increase of the possibilities of the company to become known on the market and gain prestige. The listing 
of the companies has a universally recognized advantage, that is the fact that the company becomes “known” in the 
business community and has a chance to consolidate its prestige. 
By means of the press releases and the information which it must make available to the public, as well as due to 
its daily presence on the share tables listed on the securities market, an open-ended company comes into prominence 
for the financial and business community, for potential investors and the general public. Even if open-ended 
companies have to notify the market regarding the appearance of any material fact, be it good or bad, so that 
investors are capable of making a complete, real, timely and informed decision, a well-managed successful company 
may gain a first class reputation which in the long run brings back multilateral benefits. As the name and products of 
the company are better known and appreciated, it becomes a point of interest not only for the investors, but also for 
potential customers and suppliers, who prefer carrying on businesses with well-known, famous companies, where 
the risk of refusing commercial bills or other commercial instruments is very low; 
e. the shares owned by the undertaker (or the initial shareholders) gain a market and a value. As soon as the 
public offering was completed successfully, the undertaker is now in a new, more favorable financial situation. 
Instead of holding shares with limited selling possibilities, the undertaker shall own shares which can easily and 
promptly be sold on the market, on the one hand, or can be used as collateral loan guarantees, on the other hand. 
One of the most important advantages of the listing of a commercial company is related to the fact that, based on 
the initial offering, the value of its shares may significantly increase. As a general rule, the price of the shares 
publicly traded is higher than the price of the shares which are not freely negotiable. See below some of the reasons 
justifying why investors are willing to pay a higher price for the shares of open-ended companies: 
- the existence of a market on which shares may be traded immediately; 
- the maturity and more sophisticated image of an open-ended company; 
- the availability of more useful information; 
f. handling the obligations towards the creditors (matters such as heritage, wills etc.); this is easier in the case of 
an open-ended company. 
        1.B). Before making the decision of turning the company into an open-ended company, the parties involved 
must also take into account the deficiencies and disadvantages existing, such as: 
a. losing the privacy of the business. This is likely to be one of the most disturbing changes to which the company 
being turned into an open-ended company is subject: losing its privacy. When a company is willing to become an 
open-ended company, it may be required to disclose a series of “delicate” information, such as: the salaries of the 
key employees within the management, specific incentives awarded to the management, policies and strategies on 
which the activity of the company is based. No one requires disclosing all the functional details of the activity; 
however, all information which could significantly affect the decision-making process of investors has to be made 
available to the public. Such information has to be published when the initial public offering is made and has to be 
up-dated on a continuous and regular basis. As all relevant information regarding the undertaking is freely available 
to the public, not only investors will have access to it, but also customers and competitors of the company. Within 
the meaning of Act 52/1994, it was established that investors are entitled to have access to honest, fair, sufficient 
and publicly available information when the time is due. The issuers of securities provide the investors 
(shareholders, bond holders etc.) with an annual report. The issuers have also the obligation to inform the investors 
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on the occurrence of relevant events which could considerably influence the evolution of the market of the securities 
in question. 
As a consequence of losing its privacy, some companies shall cancel their arrangements concluded with the 
management personnel or third parties, which are normal within a closed company but are not highly appreciated 
outside the company; 
b. limiting the discretionary freedom of the company. 
Whereas the management of a closed company is generally free to act spontaneously, the management of an 
open-ended company must have the prior consent of the Board of Directors and/or the managing board when it 
comes to major matters and sometimes, in special cases, must also have the consent of the shareholders. As a 
consequence of its being listed on the stock exchange, the company’s right to act freely and sometimes faster, is 
therefore subject to restrictions. And still, this disadvantage must not be considered a considerable problem; given 
that the Board of directors / managing board is kept informed on a regular basis, the management can have the 
certainty and rely on the fact that its needs are understood, and it will receive the support of the managing bodies, so 
that it can get a higher level of flexibility. 
There is another aspect which has to be considered: the shareholder, in general, assesses the performance of the 
management depending on the amount of the profit, the dividends and the price of the shares; in this respect, they 
require the increase of the earnings and the payment of dividends, which determines the management to focus most 
of the times on the implementation of short-term strategies instead of approaching long-term objectives. By trying to 
reveal a “made-up” image of the company in front of the shareholders, managers are looking for solutions to 
misrepresent the reality, such as: the presentation by means of the balance sheet of a higher profit meant to distribute 
a considerable part in the form of dividends, they do not establish provisions, they register advance expenses, they 
do not establish sufficient reserves and funds etc.; 
c. the costs related to the listing of the company on the stock exchange.  
  The costs of a public offering may be substantial. The highest part of the costs is the commission paid to 
the intermediary, varying in many countries between 5% and 8% out of the issuance value, in case of reasonably-
sized issuances. 
Apart from the commission of the intermediary, there are several other expenses involved in the offer, and their 
amount varies according to the capital market in question and the complexity and size of the offer. The main 
inferable expenses may be: 
- professional fees: the cost of the legal and accounting advice, and, if necessary, the fee paid to experts, such as 
valuators or geologists; 
- printing materials. The cost depends on the size of the document (the offer prospectus) and the printing quality 
required; 
- the translation of the documentation into other languages; 
- listing duties paid to the stock exchange, the trade register, the depositary etc., in case the listing authorization is 
received. 
In Canada, for example, in case of a medium-sized initial public offering, the cost of the listing, except for the 
commission of the intermediary, varies between $ 200.000 and $ 450.000. 
Leaving apart the cost of the initial public offering, there are additional costs to be taken into consideration, such 
as expenses for the periodical reporting required by the supervisory authorities and shareholders, as well as the fees 
paid to legal advisors, accountants, the registrar and transfer agent in exchange for the services provided to the open-
ended company. All these costs are actually the result of the status as an open-ended company. 
The management will also invest precious time to prepare the initial offering, and this could sometimes distract 
their attention from the day-to-day business operations. 
The company may also be required to solve another aspect of the company, that is to improve the managerial and 
accounting information system, so that it can satisfy the requirements of periodic financial reporting; 
d. restraints related to the shares of the undertakers. 
The members of the management of the company have access to relevant information before it is being made 
available to the public. This insider information – confidential information for the company – offers them an 
advantage over the investing public; those who have access to this information have therefore no right to trade 
shares of the company until the above mentioned information is made available. It is also worth mentioning that, 
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according to the laws governing the securities market, special restrictions shall apply for selling the shares owned by 
important shareholders (for example, shareholders owning over 20% from the capital) or under other particular 
circumstances. 
The intermediary of the listing process usually limits the number of shares that the owners of the closed company 
may sell during the initial offering, in order to avoid the “drain” of the existing shareholders and in order to 
maximize the amount cashed by the company. Furthermore, the policy of the stock exchange in relation to the shares 
of the founders and the regulations of the supervisory body may influence the size and nature of the owner's 
position, as well as his possibilities to freely negotiate the shares owned. These requirements have in view the 
relative contributions to the capital and the ownership percentage of the initial owners and of the investing public; 
they also aim at providing future shareholders with reward possibilities according to the size of the risk they assume. 
They also aim at ensuring the continuity of the main shareholders of the company for a reasonable period of time. 
For example, there is a rule in Canada, according to which the shareholders of a closed company which is “listed” 
on the stock exchange cannot sell their shares until a year has elapsed from the public offering and each founder or 
manager owning over 5% from the shares or any other person owning over 10% of the shares cannot sell them even 
for a longer period of time. 
In order to ensure an equal treatment of shareholders when it comes to their rights, Romanian regulations stated 
historically, right from the beginning (Act 52/1994, the Regulation of the National Commission of Securities no. 
2/1996 etc.), laid down certain restrictions regarding the trading of securities, such as: 
                   - it is forbidden for owners to hold control positions (at least 1/3 from the rights to vote in the general 
assembly) in a new open-ended company, following an initial primary public offering which was completed 
successfully, and it is also forbidden for them to sell the shares owned within 12 months since the end of that public 
offering; 
                   - any person who directly and independently or via or together with other persons owns at least 5% 
from the social capital of the issuer, shall inform the National Commission of Securities and, if necessary, the stock 
exchange, within 2 days, on their becoming significant shareholders or losing this capacity; 
                   - the persons acquiring a majority position in the general assembly of the issuer must make a public 
offering for the purchase of all the shares belonging to that issuer;  
e. the potential loss of the control exercised upon the company by the undertaker. 
When a company is listed on the stock exchange, in case of issuing a sufficient number of shares, a group of 
investors may take over the control of the company from the hands of the existing owners. This is possible following 
the initial public offering or following the issuance of shares or when shares are issued in order to combine 
businesses (association). In case a great number of shares are transferred to mavericks, they could vote for a new 
management. That’s why, some managers of the company proposed for privatization consider their position 
endangered. 
And still, if shares are widely distributed, then the management can stay unchanged, even if the management 
group owns shares under 50% from the number of existing shares; 
f. the tax implications related to the listing of the company. 
According to the tax laws in force in each country, the level of taxes paid by an open-ended company compared 
to a closed company and the taxes payable for the income which shareholders of an open-ended company obtain 
from their shares is likely to be a disadvantage, in case taxation is higher for open-ended companies compared to 
closed companies. Given the size of the capital, an open-ended company will also face an increase of its activity, 
and this could result in higher tax obligations. 
There is one more aspect one has to take into consideration in the field of taxation, namely the foreign 
investments; it is a two-way issue, from the perspective of the company which benefits from such investments, on 
the one hand and as far as the taxes payable for the income derived from such foreign investments are concerned, on 
the other hand. 
2). The best timing to turn a company into an open-ended company. 
Let’s assume that the owners of a closed company have given due attention and consideration to all the pros and 
cons and have decided that the listing of the company is the best solution for its activity. However, the owners have 
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one more decision to make: choosing the perfect moment for the public offering. This choice is essential and is 
based on the answers to at least one of the following questions: 
a. is this the time for the public offering? 
If the financing required is possible through other means than the securities market, and at a reasonable price, 
then the owner may postpone the listing of the company. If the owner may use these funds in order to increase the 
development potential of the business, he will accomplish a higher value of the company in the future. In other 
words, he will be capable of increasing his capital by selling fewer shares at a higher price, thus maintaining a larger 
participation in the company’s capital. A “young” company which comes on the market too soon, may in time 
discover that this step has shut the door in front of many other alternatives for future financing or that it will be in 
the situation to make very expensive future financing. 
There is also the risk that the public offering is not completed successfully and consequently, the costs related to 
the issuance of securities cannot be recovered. This situation may be due to the unfavorable circumstances of the 
capital market at the time or may be the consequence of the poor financial results of that undertaking. In this respect, 
it is relevant the reticence of the population towards the mass privatization program of the undertakings which are at 
a financial loss. 
In case the undertaking still wants to be listed on the stock exchange, regardless of the circumstances, it has to 
sell the shares at a lower price or it may assume the risk that its shares should fall down to the secondary market in 
the future; 
b. is the company equipped with enough strength for an impressive economic growth? 
The investor buys shares hoping that their value will increase if the company develops, and assuming that the 
precedence of the business (its tendency to grow) will also be visible in future. It is not surprising that investors (and 
intermediaries) are willing to invest in such companies which have been subject to a sure and constant growth 
during the past years and usually have profits, as this shows the long-term efficiency of the company’s management. 
If the owner of that business is incapable to prove the growing force of his company at the date of its listing, 
investors will most surely prefer more promising securities, and the public offering may be a failure in this case. 
There are no strict rules or criteria concerning the minimum level of income, profit or estimated growth of a 
company to be listed on the stock exchange. No one argues to the fact that a past indicating profits and an innovative 
production will always draw the investors’ attention; however, many young developing companies managed to raise 
their capital based exclusively on the management’s potential and the existence of risks. 
There is no other element in the overall image of a company which stirs the attention of investors more than the 
growing force of sales and profits. According to the Romanian law, since the registration date of the application for 
authorization of the public offering, the issuer must have concluded at least one financial year, regardless of the 
level of efficiency of that activity. In order for him to be able to list securities on a certain sock exchange, class I, the 
issuer is required to have carried on activities over the last 3 years and to have obtained profits over the last 2 years 
of activity (except for the profit derived from the financial income; 
c. is the market favorable? 
In order to decide whether the listing moment of that company on the stock exchange is a good a choice, the 
owner must, among other things, understand whether the set of conditions on the capital market are favorable at the 
time. Is the market strong enough or is it in decline? Are the prices going up or down? Is the volume of transactions 
increasing or decreasing? It is very possible for the company to be prepared from all points of view to face the 
listing process, and still the market conditions may become unfavorable right when the company is ready to make 
the offering; or, on the contrary, the company may catch the right moment when the market has good prices and a 
solid volume of transactions whereas the investors are anxious to buy new shares of stock. 
The capital market is characterized by many elements which influence transactions, such as: the political 
environment, the interest rate, inflation rate, economic forecasts at national level and other factors which are not 
directly related to the quality of the activity carried on by the company. The emotional nature of the securities 
market is universally known, as the attitude of investors may surprisingly fast go from enthusiasm to depression and 
vice versa, to the amazement of market experts. 
National markets are different in size and are subject to different influences. They cannot therefore ensure 
uniform conditions for a particular security. That’s why many companies located in countries with small-sized 
capital markets sell their shares, even in the framework of the initial public offering, in countries with larger 
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securities markets, hoping for their offers to be better accepted. Undoubtedly, the public offering on a foreign 
market complicates the process, but the additional effort may be very well rewarded. 
The intermediaries are keen on every change on the market, anticipating the moment when the investors will 
respond to new offerings. Many times, companies make use of the moments when the market is favorable, so that 
they can obtain the funds they will need in the future, thus excluding the speculations on the future market 
conditions. 
Consequently, the owner, intermediary and consultants should give special attention to the information on the 
company – whether it has had profits over the last 3 years in the framework of the listing process of the company, as 
well as to studying the market conditions, so that it can assess whether it is favorable for the public offering and 
whether investors are willing to invest in closed (private) companies; 
d. is the activity of the company well organized? 
After the successful end of the offering, the price of the shares may go down, if the company fails to continuously 
prove its capacity and efficiency to obtain profits. What the company needs is a well-established strategic business 
plan, which includes a financial forecast extended over several years; this plan may be useful for minimizing 
unpleasant surprises, by identifying critical elements and delicate issues to be solved in order to ensure the 
permanent progress of the company. Such a business plan shall also assess the requirements concerning the 
reengineering – so that the company may, on a continuous basis, adapt to the requirements of the dynamics of the 
business environment; 
e. is the management of the company ready for this? 
Before the decision to list the company on the stock exchange becomes an irreversible process, the management 
team should perform a critical self-analysis. Is it capable of easily adapting to the relative loss of its freedom to act 
and the loss of its "privacy", to which it was used? Is it prepared to face the supervising eye of the shareholders upon 
the activity of the undertaking? Does it allow the involvement of outsiders in its decision-making process? Is it able 
to improve the quality of the management as the company keeps on developing? Is it endowed with enough 
knowledge and experience to run an open-ended company? It may be necessary that, before the listing of the 
company on the stock exchange, the management team (both the financial and operational team) needs to be 
supplemented or its members need to improve their professional qualification. Other changes may also be necessary 
in the Board of Directors (such as, the appointment of outside managers). 
The accomplishment of the Romanian privatization program from almost 20 years ago provided for by Act 
55/1995 on the acceleration of the privatization process implied that ca. 4000 companies were turned into open-
ended companies within the meaning and subject to Act 52/1994 on securities and stock exchanges. Subject to this 
process, the companies in question faced changes of almost all their organizational and functional elements. First of 
all, the owners – company relationship is more and more complex. From a limited number of well-known 
shareholders [the former State Property Fund (F.P.S.)/Financial Investment Company (S.I.F.) and Private Property 
Fund (F.P.P.)], the company is now owned by an undefined number of unknown shareholders. This implies the 
necessity of organizing an efficient system of relationships among the shareholders and the company. The company 
must be aware of the structure of the shareholders, at least at certain moments: shareholders’ general assemblies, 
payment dates of dividends, dates when relevant information has to be made available to shareholders etc. On the 
other hand, shareholders have to be notified on their registration with the Shareholders’ Register, the transfer of 
property in relation to the shares traded, so that they can exercise all their legal rights as shareholders. Even if all 
these services for shareholders / the company will be provided by the registrar of the market where the shares issued 
by that company are traded, a specialized office / department had to be organized within the company;this office 
being responsible for solving all the problems encountered as a result of a different structure of the shareholders, as 
well as for ensuring the connections with the market mechanisms, the regulatory body of the securities market (the 
National Securities Commission), with the shareholders. 
As the relationships between shareholders and company are contractual (derived from the contract and statute of 
the company), the privatized companies are required to ensure the adequate structure (the legal office / department) 
in order to be in line with the legislation in force in the field of securities; 
f. is the information system available adequate?. 
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In its capacity as an open-ended company, each company must transmit precise financial information on a regular 
basis. The information system available within the company shall meet the new requirements of the listing process; 
this process will draw everybody’s attention, including the top management’s, for a period of several months. If the 
information system is not capable of delivering comprehensive, fair and prompt information, the company will lose 
the confidence of the investors and will be subject to the penalties under the applicable laws in the field. 
The financial-accounting department shall meet the information requirements on the financial-accounting 
situation of the company. These requirements refer to the exact terms for information delivery, as well as to the 
content of that information. The financial-accounting department will submit to the independent external auditor all 
the documents required for the review and certification of the financial statements. 
The newly-created open-ended companies shall reorganize their information-decisional system available in order 
to be able to deliver the documents required for the registration at the Department for the registration of securities, 
on the one hand, and to deliver promptly all the information on the activity of the company, its management, its 
financial situation, the securities issued; all this information has to be delivered based on the periodic and continuous 
information system necessary to ensure the protection of investors in securities. All this information is made 
available to the public, whereas the company establishes such an information system which forbids the use of that 
information by those who have access to it until it is being published, and which allows the equal and simultaneous 
access to that information of all interested parties, just like the information systems using databases and access 
sharing programs. 
3. The listing process 
According to early Romanian regulations (from 1994), an offer prospectus had to be drawn up and it included 
financial and other information on the issuer and the securities offered. The prospectus itself needed the opinion of 
the National Commission of Securities, which authorized, based on the prospectus, the public offering and delivers 
it to potential investors. 
The listing process of a company is quite a long process, varying between 90 and 180 days in some countries, 
depending on the complexity of the company and the resources which the company can allocate for this process. 
The relevant stages of the listing process are: 
a. Planning and organizing the activities; 
b. Drawing up the offer prospectus and authorizing the issuance, prior to the sale of securities and the end of 
the offering. 
a. Planning and organizing the activity of turning the undertaking into an open-ended company. 
The management in charge with the listing process of a company must carefully plan and then trigger the actions 
to be carried on, in order to ensure a progressive transition from a closed company to an open-ended. Sometimes a 
“general cleaning up” may be necessary with a view to turning the undertaking into a corporation. It must be 
determined whether all the information requested to draw up the prospectus is available, even if it must not be 
collected. The tax implications deriving from the company’s transformation, both for the personnel and for the 
company, must also be analyzed. The most efficient way to identify the opportunities and problems of the listing 
process and to elaborate an efficient plan to this end is the organization of the team which will draw up the offer 
prospectus. 
Once he has made the decision to list the company on the stock exchange, the owner must, first of all, establish a 
group of experts to assist him all along the process. The team should include members of the management of the 
issuer, the legal adviser of the company, independent auditors and the intermediary and his legal adviser. 
The legal adviser of the company and independent auditors must have the ability to efficiently work with 
companies functioning on the securities market. In case they do not have the necessary experience, it is not unusual 
for the company to hire another legal adviser and other independent accountants with a view to preparing the listing 
process.  
The intermediary is usually selected at the beginning of the listing process. In order to make a good selection 
(selecting the intermediary), the owner may ask for the opinion of the local investment community or that of a 
specialized adviser, or he may undertake research on own account regarding the recently opened companies, 
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especially those functioning in the same field of activity. In making the decision, we come up with several proposals 
and suggestions, such as: 
-analyzing the results of the intermediary under other similar circumstances, as well as his reputation; 
-searching such an intermediary who better understands the main characteristics of the field of activity in 
question; 
-analyzing the intermediary himself, if he has got experience in public offerings of the size requested; 
-analyzing the size of the distribution network of the intermediary. If the owner wishes for a wide distribution of 
the company’s shares, he will select an intermediary with a territorially developed network. If the company is a local 
one, the owner selects a brokerage company with a local distribution network; 
-checking whether the intermediary may also assist the company after selling the stock. The support may consist 
of: attracting investors, market research or providing the company with financial consulting services. 
In our opinion, for a reasonable management of the shares when the securities of the company are listed on the 
stock exchange, one has to determine in advance whether the existing organization structure, as well as the existing 
capital and management are in compliance with the requirements of an open-ended company and whether the 
transactions between the owners and the company were adequately documented and registered, by answering the 
following questions (Fătu, 1998:187):  
- is it necessary for the structure of the company’s capital to be changed? If the current owners are willing to 
maintain their access to earnings or the control position, they may convert ordinary shares into preference shares or 
into special categories of shares; 
- in order to determine the price of the initial offering, must the shares be divided or consolidated (aggregated)? 
An extremely high or low price of the shares may affect their marketability; 
- should the sub-units of the company be reunited? The departments of a company may provide each other with 
various services, they may compete or sell complementary products and services. Their unification may lead to the 
foundation of a more attractive entity for investors, and may also obtain a better market price; 
- what amendments are necessary for the contract and statute of the company? A closed company may include 
statutory provisions referring to special rights to vote, restrictions in relation to the transfer of shares, and further 
provisions which are not in compliance with the statute of an open-ended company. The new open-ended company 
may also need the implementation of new provisions on the organization of certain departments of the Board of 
Directors; 
- is record-keeping in relation to the company’s shares correct and up-to-date? Open-ended companies are 
obliged to have available correct information on the shareholders, especially on the significant shareholders; 
- are the transactions and arrangements between the company and the owners or members of the management 
team consistent with an open-ended company and are they adequately documented? Such transactions and 
arrangements may result in conflicts of interests; consequently, they must be identified and discussed with the legal 
adviser of the company and with the intermediary as soon as possible during the preparation of the company’s 
listing process; 
- have the labor agreements of the personnel been concluded correctly and in accordance with the legal 
requirements in force? Should the above mentioned agreements be amended? Should there be implemented an 
incentive system of the personnel? if such a system is already available, does it need changes?; 
- are all the contractual relationships of the company adequately justified? 
b. Drawing up the offer prospectus and authorizing the issuance of shares for public offering. 
The elaboration of the offer prospectus requires a considerable volume of financial information on the history and 
activity of the company. Therefore, time is essential and the manager, who is responsible for the listing of the 
company must get familiar with the information requirements and organize the collection of necessary data. 
The financial reporting included in the offer prospectus must be verified by independent external auditors. In case 
this is the first such verification of the company, it is necessary to determine whether the financial-accounting 
records are adequate and accessible. 
The manager shall arrange the meeting of all the members of the expert team, who will draw up the offer 
prospectus; they shall establish concrete duties and responsibilities, just like in the case of the implementation of the 
project management (Oprean and Oprean, 2004:20-24), so that each member of the team has been assigned specific 
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defined duties and responsibilities, all included in a work calendar or scheme. We are in favor of the implementation 
of the method of organizational team involved in planning and developing the activities, as well as the 
implementation of Gantt diagrams or the critical path analysis in order to schedule and control the activities carried 
on by the team, which are peculiar to the project management. Based on this type of organization, the timetable of 
the offer is to be drawn up, followed by the conclusion of an intention agreement between the company and its 
intermediaries. The offer timetable shall deliver details on the tasks to be accomplished, shall identify the persons in 
charge of each such task and the execution deadlines, according to the programming chart or diagram for the use of 
resources. The agreement concluded between the company and its intermediaries is not already a contract. It only 
stipulates the intentions of each party involved concerning the nature of their relationship (guaranteed investment or 
the method of the best execution), the compensation of the intermediaries, the number and type of the securities to 
be issued, the anticipated price. The brokerage contract itself is usually signed after the completion of the offer 
prospectus which has to be submitted to the regulatory authority. 
4. The Wrapping up 
The elaboration of an offer prospectus requires a relatively long period of time; it shall include all the favorable 
and unfavorable information required by investors, so that they can make reasonable informed decisions. The 
prospectus should not contain misleading statements (information) and should not leave out any relevant, material 
facts. 
The false presentation of the information included in the prospectus or the exclusion of relevant, material facts, 
may result in the punishment of the persons who drew up the prospectus, within the meaning of civil and 
commercial law. The buyers of those securities may file complaints not only against the companies, but also against 
the intermediaries, managers or other employees of the company, experts (external auditors), whose opinions are 
used to promote the offer. Consequently, the intermediaries usually require the independent external auditor to 
provide them with certainty in respect of the financial information included in the prospectus. It is also essential for 
the members of the team to organize at least one official meeting and focus on the details of the action, usually not 
long before the registration of the prospectus for the authorization of the public offering. 
The information to be included in the offer prospectus is provided by regulations on the public selling offer of 
securities and should be considered as minimum requirements. Although the requirements concerning this 
information are vast and detailed, they need being interpreted according to the particular situation of each company. 
It is this interpretation job involving the company, its intermediaries, legal advisers, bookkeepers and external 
auditors, that slows down the elaboration process of the prospectus. 
In our opinion, similar to the elaboration process of a business plan, regardless (in addition to) the requirements 
of the legislation in place and the circumstances specific to the company in question, the main information to be 
included in a offer prospectus are the following:  
- the summary of the prospectus. Similar to any other important investment, the elaboration of a summary of the 
most relevant information is very important for the sale of the securities, as it includes conclusive key elements for 
potential investors; 
- the distribution and publication plan for the prospectus, indicating the nature of the brokerage contract, the 
commissions of the intermediaries, the net results of the offer etc.; 
- the funds allocated must be used according to the precise goals they were intended for; 
- the structure of the own and borrowed capitals, the dividend policy (in the past and future proposals); 
- predictable risk factors. The description of the concrete factors subject to which the investment in offered 
securities is risky or speculative, is of great importance to the investor; 
- the dilution, the relationship between the net tangible assets per share and the price of the public offering may 
provide an explanation of the offer; 
- the financial-accounting reports regarding the results over the last 3 years, in case the company has in view the 
stock exchange listing, provided that the reports are drawn up by an independent external auditor, along with the 
financial-accounting reports drawn up since the latest approved balance sheet; 
- the financial forecasts may be useful especially for the recently created companies or companies which 
developed very quickly; 
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- identification of the issuer and the description of the activity (a short history, performance over the last 3-5 
years); 
- description of the company’s assets, such as: location and description of the main properties and related 
lawsuits; 
- the analysis of the management in relation to the results of the activity of the company in question; 
- any current lawsuits, in which the issuer is involved; 
- the material contracts accomplished in the light of the characteristics of the various contracts concluded by the 
issuer, other than those normally concluded with a view to carrying on that activity; 
- the managers and relevant persons within the organization chart of the company, consisting of personal data, 
such as: identity, experience, salaries and other incentives, securities held and which were issued by the company, 
debts to the company, transactions with the issuer; 
- the shareholders: relevant holders of shares and any restrictions in this respect; 
- charter members (promoters) of the undertaking: the name of the persons who have contributed as promoters of 
the company over the last period and details on their contribution; 
- the relationships with other companies and the nature of these relationships: the corporate structure, “parent” 
companies and subsidiaries etc. 
The entire organizational team must actively participate in the elaboration of the initial draft of the offer 
prospectus. As a rule, the company itself and the legal adviser draw up the non-financial chapters, which include the 
description of the activity and the analysis of its results. The intermediary and his legal adviser are in charge of the 
aspects describing the brokerage and sometimes the offer. The issuing company prepares the financial statements 
and other necessary financial information (for example, the evolution in time of the main indicators and the financial 
forecast). The accountants have a key role, as they fill in the documentation with the essential data on the results 
obtained. All the persons involved in the listing process of a company on the stock exchange, contribute not only to 
the elaboration, but also to the completion of the offer prospectus, whereas independent external auditors shall 
certify the financial-accounting statements. 
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